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OATH OR AFFIRMATION

I, ___MARK S. CARTER , swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statemen; and supporting schedules pertdining to the firm of

SEQUOIA EQUIYXIES SECURITIES COBPORATIOR - , as
of JUNE 30 ,20 06 are truc and correct, 1 further swear (or aifirm) that
ncither the company nor any partner, propristor, principal officer or director has any proprictary interes? in any accoun:
¢lassified solely as that of 2 customer, except as follows:

-

W Signature
‘ .

Tile

AN LA

Notary Public

This report ** contains (check ol applicablic boxes):

(a) Facing Page.

@ (b) Statemen: of Financial Condition.

B (c) Stztement of Income (Loss).

B (d) Sumement of Changes io Finencia! Condition.

{e) Stwatement of Changes in Stockholders” Equity or Partecrs® or Sol¢ Proprictors” Capital.
B (D) Statement of Changes in Liabilitics Subordinated 10 Claims of Creditors.

I {g) Computation of Net Capital.

B (1) Compuration for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

& () Information Relnting to the Possession or Comrol Requiremenis Under Rule {5¢3-3.

{i} A Rcconciliztion, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-7 and the

Compuiatipa for Delerminaton of the Reserve Reguirements Under Exhibit A of Rule 15e3-3.

{X) A Recoaciliation betwveen the sudiled and unaudited Statements of Financial Condition wish réspect to methods of
consolidation,

{1} An Quth or Affirmation,

{m) A copy of the SIPC Supplemental Report,

{n) Arcportdescribing any materizl inadeqeacics found to &xist or found to have existed since the date of the previous audit.

X (o) Independent auditors’ report on internal accounting control.

** Zor conditions of confidentiv! treciment of certain portivns of this filing, see section 240. [ 7e-3{e)(3).
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F. T. ANDREWS & C2©

CERTIFIED PUBLIC ACCOUNTANTS

TWO WALNUT CREEK CENTER TELEPHONE (925) 979-0600
200 PRINGLE AVENUE, SUITE 555 . FAX (925) 979-0606
WALNUT CREEK, CA 94596 Independent Auditors’ Report EMAIL fta@ftandrewscpa.com

To the Board of Directors
Sequoia Equities Securities Corporation
Walnut Creek, California

We have audited the accompanying statements of financial condition of Sequoia Equities
Securities Corporation, a California Corporation, as of June 30, 2006 and 2005 and the related
statements of operations, changes in stockholders’ equity, changes in subordinated borrowings,
and cash flows for the years then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Sequoia Equities Securities Corporation as of June 30, 2006 and 2005
and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules I, II and III is presented for the
purpose of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the

basic financial statements taken as a whole.
E T Apetrecn? Lo

August 8, 2006



SEQUOIA EQUITIES
SECURITIES CORPORATION

STATEMENTS OF FINANCIAL CONDITION
June 30, 2006 and 2005

2006 2005
ASSETS
Cash $ 12,537 $ 13,087
Total assets $ 12537 $ 13,087
LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities: ‘

Due to affiliated company $§ 1,200 $ 300

Other payable 3,205 3,205
Total liabilities 4,405 3,505
Stockholders' equity:

Common stock of $3.33 par value. Authorized 10,000

shares; Issued and outstanding 3,000 shares 9,999 9,999

Additional paid-in capital 154,500 139,326
Accumulated deficit (156,367) (139,743)
Total stockholders' equity 8,132 9,582
Total liabilities and stockholders' equity § 12,537 $ 13,087

See accompanying notes to financial statements.
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STATEMENTS OF OPERATIONS
Years Ended June 30, 2006 and 2005

Revenues:
Concessions

Total revenues
Expenses:
Commissions
Other operating expenses

Total expenses

Other income and expense:
Interest income

Loss before income taxes
Income tax expense

Net loss

SEQUOIA EQUITIES
SECURITIES CORPORATION

See accompanying notes to financial statements.
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2006 2005
$3,071,038 643,371
3,071,038 643,371
3,071,038 643,371
16,137 16,413
3,087,175 659,784
313 321

(15,824) (16,092)
800 800

$ (16,624) (16,892)



SEQUOIA EQUITIES

SECURITIES CORPORATION

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

Years Ended June 30, 2006 and 2005

Additional
Common Paid-In Accumulated Stockholders'
Stock Capital Deficit Equity
Balance at June 30, 2004 9,999 $ 120,613 $ (122,851) $ 7,761
Capital contribution 0 18,713 0 18,713
Net loss 0 0 (16,892) (16,892)
Balance, June 30, 2005 9,999 $ 139,326 $ (139,743) $ 0,582
Capital contribution 0 15,174 0 15,174
Net loss 0 0 (16,624) (16,624)
Balance, June 30; 2006 9,999 $ 154,500 $ (156,367) $ 8,132

See accompanying notes to financial statements.
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SEQUOIA EQUITIES
SECURITIES CORPORATION

STATEMENTS OF CHANGES IN SUBORDINATED BORROWINGS
Years Ended June 30, 2006 and 2005

2005

2006
Subordinated borrowings at beginning of year, July 1, 2005 $ -
Increases 0
Decreases 0
Subordinated borrowings at end of year, June 30, 2006 3 -

See accompanying notes to financial statements.
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SEQUOIA EQUITIES
SECURITIES CORPORATION

STATEMENTS OF CASH FLOWS
Years Ended June 30, 2006 and 2005

2006 2005
Cash flows from operating activities:

Net loss $ (16,624) $ (16,892)

(Increase) decrease in receivables ‘ 0 930

Increase (decrease) in payables 900 (2,100)
Net cash used by operating activities (15,724) (18,062)
Cash flows from financing activities:

Capital contribution 15,174 18,713
Net cash provided by financing activities 15,174 18,713
Net increase (decrease) in cash (550) 651
Cash at beginning of year 13,087 12,436
Cash at end of year § 12,537 § 13,087
Supplemental disclosures of cash flow information:

Cash paid during the year for:

Income taxes $800 $800

See accompanying notes to financial statements.
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SEQUOIA EQUITIES
SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS
June 30, 2006 and 2005

Summary of Significant Accounting Policies

Method of Accounting

The accompanying financial statements are presented using the accrual method of
accounting in accordance with generally accepted accounting principles.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates. '

Description of Business

Sequoia Equities Securities Corporation (“the Company”’) was formed in March 1983
and is a registered broker-dealer with the Securities and Exchange Commission and the
State of California. The primary function of the Company is the brokering of real estate
limited partnership units of partnerships formed by the Company’s stockbrokers or other
affiliates. The Company does not hold customer funds or invest in securities.

Income Taxes

Components of income tax expense are as follows:

Federal State Total
2006 - Current $ - $ 800 $ 800
2005 - Current $ - $ 800 $ 800

At June 30, 2006 there are federal net operating loss carry forward of approximately
$142,362 and state net operating loss of approximately $79,843. The net operating
losses expire in the years ending June 30, 2005 through 2020 for federal and years
ending June 30, 2005 through 2010 for state.
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SEQUOIA EQUITIES
SECURITIES CORPORATION

NOTES TO FINANCIAL STATEMENTS
June 30, 2006 and 2005

Net Capital Reguirements

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (rule 15¢3-1), which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1. At June 30, 2006 and 2005, the Company had net capital of $8,132 and
$9,582 respectively, which was $3,132 and $4,581 in excess of its required net capital of
$5,000. The Company’s net capital ratio was .5 to 1 and .4 to 1 respectively for the
years ended June 30, 2006 and 2005.

Affiliate Expense Agreement

The Company is being charged by an affiliated Company a flat fee of $100 per month
for its share of office operating expenses. Amounts owed under this agreement were
$1,200 and $300 respectively, at June 30, 2006 and 2005.



SEQUOIA EQUITIES
SECURITIES CORPORATION

SCHEDULE I
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
As of June 30, 2006

Net capital:
Total stockholders' equity $ 8,132
Deduct stockholders' equity not allowable for net capital 0
Total stockholders' equity qualified for net capital 8,132
Add:
A. Subordinated borrowings 0
B. Other (deductions) or allowable credits 0
Total capital and allowable subordinated borrowings 8,132

Deductions and/or charges:

A. Non-allowable assets $ -
B.  Secured demand note deficiency 0
C. Commodity futures contracts and spot 0
commodities proprietary capital charges
D. Other deductions and/or charges 0
Net capital before haircuts on securities positions $ 8,132

Haircuts on securities:

A. Contractual securities commitments 0

B. Securities collateralizing secured demand notes 0

C. Trading and investment securities 0

D. Undue concentrations 0

E. Other 0 0
Net capital $ 8,132
Aggregate indebtedness:

Items included in statement of financial condition $ 4,405

Items not included in statement of financial condition 0

Total aggregate indebtedness $ 4,405
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SEQUOIA EQUITIES
SECURITIES CORPORATION

SCHEDULE I, (CONTINUED)

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

As of June 30, 2006

Computation of Basic Net Capital Requirement
Minimum net capital required (greater of 6.67% of
aggregate indebtedness or minimum dollar net capital
requirement of $5,000)

Excess net capital
Excess net capital at 1000%
Reconciliation with Company's computation (included in
Part [TA of Form X-17A-5) as of June 30, 2006:
Net capital as reported in Company’s Part 1A
(Unaudited) FOCUS report

Audit adjustments

Net capital per above
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5,000
3,132

§,132

8,132

8,132



SEQUOIA EQUITIES
SECURITIES CORPORATION

SCHEDULE II
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
As of June 30, 2006

During the year ended June 30, 2006, the Company carried no margin accounts, did not hold
funds or securities for, or owe money or securities to customers. Therefore, the Formula for
Determination of Reserve Requirements under Rule 15¢3-3 was not applied since the various
items required in the formula were nonexistent in the circumstances as described. A weekly
determination of the required balance in the Special Reserve Account for the Exclusive Benefit

of Customers. No deposits to this special account were required during the year ended June 30,
2006.

SCHEDULE III
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF JUNE 30, 2006

The Company held no securities during the year ended June 30, 2006.
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F. T. ANDREWS & C2©

CERTIFIED PUBLIC ACCOUNTANTS

TWO WALNUT CREEK CENTER TELEPHONE (925) 979-0600
200 PRINGLE AVENUE, SUITE 555 FAX (925) 979-0606
WALNUT CREEK, CA 924596 EMAIL fra@frandrewscpa.com

INDEPENDENT AUDITORS’ REPORT ON
INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a5

The Board of Directors
Sequoia Equities Securities Corporation
Walnut Creek, California

In planning and performing our audit of the financial statements of Sequoia Equities Securities
Corporation (the Company) for the years ended June 30, 2006 and 2005, we considered its
internal control structure, including procedures for safeguarding securities, in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial statements and
not to provide assurance on the internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made
a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by the Company that we considered relevant to the objectives stated in rule
17a-5(g), (1) in making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e); (2) in
making the quarterly securities examination, counts, verifications and comparisons, and the
recordation of differences required by rule 17a-13; (3) in complying with the requirements for
prompt payment for securities under section 8 of Regulation T of the Board of Governors of the
Federal Reserve System, and (4) in obtaining and maintaining physical possession or control of
all fully paid and excess margin securities of customers as required by rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of controls, and of the practices and procedures referred to in
the preceding paragraph, and to assess whether those practices and procedures can be expected to
achieve the SEC’s above mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable, but not absolute, assurance
that assets for which the Company has responsibility are safeguarded against loss from
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The Board of Directors
Sequoia Equities Securities Corporation
Page two

unauthorized use or disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit preparation of financial statements
in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional -
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in the internal
control structure that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design
or operation of the specific internal control components does not reduce to a relatively low level
the risk that error or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. However, we noted no matters
involving internal control, including control activities for safeguarding securities, that we
consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company’s practices and procedures were adequate at June 30, 2006 and 2005, to meet the
Commission’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, NASD, and other regulatory agencies that rely on rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and dealers, and should not be
used for any other purpose.

F . 'ﬂW*’e"

August 8, 2006
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